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Abstract: The current study concentrates on a systematic review of literature 
related to the impact of working capital management on firm performance. The 
main purpose of the study is the overall state-of-the-art literature review 
process. The review was done with overall 55 publications. The paper 
rigorously examines the influential studies in the literature related to the impact 
of working capital management on firm performance. The study found an 
inadequate literature review on working capital management on firm 
performance. The study needs to answer the two main research questions:  
1) what are the determinants and practices of working capital management,  
2) the impact of working capital management on higher firm performances. Our 
findings include firstly a majority of the researchers proved a working capital 
management positive effect on firm performance. Secondly, most of the 
research was published in the USA, and the UK countries while limited studies 
have focused on emerging The current study provides a research gap and future 
agenda for firm managers and researchers. 

Keywords: benchmarking; working capital management; WCM; firm 
performance; FP; working capital management theory; state of the art literature 
review; visualisation analysis. 
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1 Introduction 

Working capital management (WCM) involves the efficient management of a company’s 
current assets and liabilities to ensure that the company has sufficient financial resources 
to operate effectively (Seth et al., 2020). It is a vital aspect of a company’s financial 
planning and plays an important role in determining a company’s success or failure. In 
essence, WCM focuses on the short-term liquidity of a company’s assets and liabilities. A 
company should have adequate working capital to maintain a healthy level of liquidity 
and provide sufficient funds for operations. Furthermore, WCM also helps to reduce costs 
associated with carrying excess inventory or debt. The aim of this paper is to examine the 
impact of WCM on firm performance (FP). The paper will review the current literature 
on the topic and present empirical evidence to support the thesis that effective WCM has 
a positive impact on FP (Gunasekaran et al., 2017). Finally, recommendations are 
provided on how firms can better manage their working capital to improve performance. 

Major theoretical advancements in the fields of long-term investing and financial 
decision-making have taken place over the past 40 years. In industrial practice, many of 
these novel ideas and associated methods are currently being used successfully. WCM, in 
particular, has received far less attention than the field of short-term finance. the 
importance of working capital is indisputable, but day-to-day management is different 
from capital budgeting. Working capital and its management are affected by 
inefficiencies at all levels of management. Sawarni et al. (2021) examined the impact of 
WCM on the performance of Indian companies and it shows the influences of a firm’s 
businesses to provide future direction to the firm. The significance of the relationship is 
based on its firm’s nature. Zimon and Tarighi (2021) studied the effect of a COVID-19 
pandemic on WCM policies among polish small and medium-scale industries under 
group purchase organising. Small industries get high sales of returns when compared to 
large. There are many (Kebede, 2021) countries research on the impact of WCM on firm 
profitability of wholesale trade firms in Addis Ababa Ethiopia. According to Panda et al. 
(2021), WCM strategies will maximise the profitability and macroeconomic parameters 
that could significantly influence Indian SMEs. Bhuyan et al. (2021) provides complete 
information about WCM in emerging markets and its FPs in the manufacturing sector. 

The aim of WCM is to ensure an optimal level of current assets and liabilities in order 
to maximise WCE and maximise shareholder returns (Wamba et al., 2017). This is 
accomplished by optimising the balance between working capital and other resources 
such as debt and equity. Working capital requirements, such as inventories, receivables, 
payables, and cash needs, must be managed within an organisation to maximise firm’s 
performance. Studies have found that WCM has a strong and positive association with FP 
and profitability. Banerjee and Deb (2023) studied the relationship between WCM and its 
impact on FP of the listed US firms. The findings of the study showed that a decreased 
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investment in the short-term assets and liabilities led to positive outcomes, such as return 
on capital employed, return on assets (ROA), and operating income (Akter et al., 2016). 

The main objective of the paper proposes an extensive literature review of WCM on 
FP. More specifically the objectives are 

 provide WCM and FP into categories based on their approaches and methods 

 to analyse the problem of WCM and FP and provide future direction 

 synthesise the existing literature review of WCM on FP. 

Another study by Garg et al. (2021) evaluated the effects of WCM on FP of Indian 
banking firms. The results of the study indicate a significant and positive relationship 
between WCM and financial performance, such as profitability and liquidity. The authors 
conclude that increasing working capital can provide significant financial benefits to the 
bank and its investors. Seth et al. (2020) evaluated the impact of WCM on FP of public 
listed companies from the automotive, chemical and metallurgy industries in Iran. Results 
of the study showed that WCM had a positive and significant effect on FP (Mani et al., 
2018). The authors conclude that proper WCM is the key to improved FP. 

Overall, this literature review shows that WCM has a positive and significant effect 
on FP. It is important to manage working capital efficiently in order to maximise FP and 
increase return on investment. Ighoroje and Umeora (2022) explained impact of WCM 
optimality on firm value in the Nigerian consumer goods sector. Chalmers and Zieliński’s 
(2022) findings imply that WCM has a major impact on a firm’s financial success in 
terms of growth and profitability. Inventory management does have an impact on a 
company’s growth, and accounts payable management has a big impact on a company’s 
profitability when looking at component-wise results (Oey and Nofrimurti, 2018). 

The article gives information by section overall. WCM is covered in the first section, 
which also contains a thorough literature analysis and theoretical foundation. The study’s 
methodology review is presented in the third section, followed by data analysis in the 
fourth, the research’s scope in the fifth, future directions in the sixth, and the study’s 
conclusion in the seventh. 

2 Literature review 

2.1 Concept of WCM 

The term WCM refers to all management choices that affect the amount and efficiency of 
the working capital. For the financial well-being of both small and large organisations, 
WCM is crucial. Since working capital expenditures are frequently high related to the 
overall quantity of assets used, it is crucial to make sure that assets are used effectively. 
working capital means a balance between the current assets and current liabilities. A 
business’s working capital is sometimes referred to as its life force. Working capital 
refers to the money needed for a business’s daily operations. There are two concepts of 
working capital in financial literature: gross and net. As a result, the concept of working 
capital refers to current assets such as cash, marketable securities, inventories of raw 
materials, work-in-process, finished items, and receivables. Working capital, according to 
the net idea, is the difference between current assets and current liabilities. Working 
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capital can often be divided into fixed or permanent and variable or fluctuating 
components (Singh and Ahuja, 2015). 

The additional working capital required to support the fluctuating business activities 
is referred to as variable working capital, while the minimal level of investment in current 
assets consistently used in a business is referred to as fixed or stable working capital. 
Two categories of gross working capital and net working capital are typical parts of 
working capital. the total of all current assets is known as gross working capital and the 
differences between current assets and current liabilities are known as net working 
capital. 

 Current assets include: 

stock or inventory 

debtors 

trade credit 

cash in hand 

short-term securities 

 Current liabilities include: 

bank overdraft 

outstanding tax 

other short-term loans 

payment due to creditors. 

Working capital requirements are related to the earning and spending process. Cash is 
constantly moving from customers and debtors to suppliers and creditors on the one hand, 
and vice versa. The matching of current assets and current liability movements through 
time would seem to be the primary function of WCM, according to this. 

2.2 Measurements 

The cash conversion cycle (CCC) is a well-liked metric of WCM that is used in 
numerous studies analysing (Martínez-Solano and García-Teruel, 2011) the impact of 
WCM on the firm’s profitability. CCC is the amount of time that passes between buying 
raw materials and receiving payment for finished items. A longer cycle entails more 
working capital investment. In general, increased profitability results from lowering CCC 
to a tolerable minimum. 

CCC number of daysinventories number of days account receivable number of days account payable.    

2.3 WCM and FP 

Martínez-Solano and García-Teruel’s (2011) first study was done on the effects of WCM 
on the small-medium scale industry’s profitability. The study focuses on the endogeneity 
problems and the effect the of CCC on corporate profitability. The data was collected 
from 8,872 small-medium scale enterprises covering the period of 1996–2002. In the 
same era, Sharma and Kumar (2011) argues that the positive effect of WCM on firm 
profitability can be empirically proven in India. 
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Takon and Atseye (2015) explored the effect of WCM on firm profitability in 
Nigerian quoted companies. It can create value for their companies through working 
capital. Aregbeyen (2013) empirically investigated WCM and firm profitability with  
48 large firms in Nigeria. The paper concludes to improve the level of WCM should 
shorten on average collection period, average pay period, and inventory turnover days 
and reduce the CCC. 

Pratap Singh and Kumar (2014) indicates a complete overview of WCM review and 
provides future direction to researchers and firms. Kroes and Manikas (2014) explored 
longitudinal perspective of cash flow management on FP. Yazdanfar and Öhman (2014) 
empirically investigated the impact of the CCC on firm profitability and it does show a 
positive relationship. The data was extracted from Swedish. Hassan et al. (2014), in 
Pakistan listed firms empirically proved that WCM will increase the FP with different 
strategies. 

Pucci et al. (2015) provides the relationship between intellectual capital and FP. it 
does have based on secondary data. Wasiuzzaman (2015) suggests that working capital is 
more efficient and effective use in emerging markets. In some countries WCM negatively 
impacts the FP in this way (Jahfer, 2015) Sri Lanka has empirically proven that its WCM 
is one of the reasons to increase firm profitability. 

Orobia et al. (2016) argues why some small businesses ignore the WCM routines. 
The study provides some strategies to improve the growth of the firm. Gambo and Shuaib 
(2016) empirically proved the role of WCM on firm profitability in respective to food and 
beverage in India. Bhatia and Srivastava (2016) concentrate on the increase of FP 
because emerging economies also provide the data. Additionally, Singh et al.’s (2017) 
meta-analysis provided quantitative studies and empirically proven studies, all the data is 
based upon WCM and firm profitability. According to Konak and Güner (2016), some 
small-scale industries provide firm positions and their financial situations all the 
information is included in this study. 

The authors empirically examined the relationship between WCM and FP, firm 
profitability in different countries, and firms (Abuhommous, 2017; Sudiyatno et al., 
2017; Herciu, 2017; Nuhiu and Dërmaku, 2017; Nurein and Din, 2017; Simon et al., 
2017; Singh et al., 2017; Usman et al., 2017; Zariyawati et al., 2017) proposes (Buallay, 
2017) that relationship between intellectual capital and FP. 

Arachchi et al. (2018) studied the effect of WCM on firm value in the field of the 
frontier market the findings could be given in the systematic literature review part. Ali  
et al. (2019) suggested that small-scale industries’ performance is based upon the supply 
chain network. Altaf and Ahmad (2019) used the relationship between financial 
constraints and FP. Ren et al. (2019) also empirically proves the relationship with FP. 

Hassan et al.’s (2017) study was done on Rutland water processing firms with 
respective WCM firm financial performance. According to Altaf (2020), the mediating 
effect of financial flexibility on Indian hospitality firms can positive impact. According to 
Phuong and Hung (2020), a lot of researches focus on WCM on FP. 

There are many research studies on WCM on FP (Altaf, 2020; Altaf and Ahmad, 
2019; Anton and Afloarei Nucu, 2020; Sudiyatno et al., 2017; Bhatia and Srivastava, 
2016; Bhutto et al., 2015; Bhuyan et al., 2021; Chalmers and Zieliński, 2022; Ighoroje 
and Umeora, 2022; Kayani et al., 2020; Nurein and Din, 2017; Panda et al., 2021; Ren  
et al., 2019; Tariq and Rehan, 2013). There are many studies conducted on WCM in 
manufacturing and service industries (Ahmad et al., n.d.; Sudiyatno et al., 2017; Enqvist 
et al., 2014; Hazineli, n.d.; Kroes and Manikas, 2014; Padachi, 2006; Parvez, 2020). 
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Many studies have empirically proven WCM is a positive and significant impact on FP. 
A WCM literature review (Pratap Singh and Kumar, 2014) provides an overview of 
WCM and its impact on FP and the growth of the organisation. Additionally, Nuhiu and 
Dërmaku (2017) provides a theoretical review of WCM and a company’s performance. 

2.4 Firm performance 

Peel and Wilson (1996) provide the working capital and financial management practices 
in small businesses and its strategies to improve FP. This study uses normative wealth 
maximisation financial theory. In this study, the author provides the small business 
management practices and theoretical and empirical issues that are sophisticated  
theory-related issues are clearly mentioned in this study. 

Molina and Ortega (2002) study provides the effectiveness of human capital 
management leads to an increase in FP. The author argues that human capital 
management is more useful to develop firm growth. Additionally, Dahou and Hacini’s 
(2018) human capital management uses a balanced score method to increase the FP. 

Chen et al. (2004) argues that supply chain management and strategic purchasing can 
increase the FP. The study empirically investigated 221 manufacturing firms in the USA. 
The positive relationship between strategic purchasing and FP. Lawson et al. (2009) 
provides a significant relationship between strategic purchasing and supply chain 
management practices that can increase buyer performance improvement. This study was 
done on 111 UK purchasing executives. 

Padachi (2006) discusses important breakthroughs and trends in WCM and their 
influence on FP. The study was done in small manufacturing firms which will be more 
useful to increase the FP. Smith et al. (2006) argues that women in top management can 
increase the FP with 2,500 danish firms. According to Ryan and Trahan (2007), corporate 
financial control is more suitable to increase the FP, later Premuroso and Bhattacharya 
(2007) proved there is a good relationship between corporate governance and FP with 
mediating effect of the technology committee. Many experts, like Koumanakos (2008), 
have conducted research on the influence of inventory management on FP and corporate 
value development. Fernández-Muñiz et al. (2009) argues that occupational safety 
management can increase a FP through various strategies. 

2.5 Theoretical framework 

According to Sagan’s (1955) theory of WCM, businesses should finance working capital, 
finance working capital, monitor factors that influence working capital, manage cash, 
accounts receivable, inventory, accounts payable, the CCC (aggregative approach), and 
perform measures and analyses to ensure that long-term (fixed) assets are utilised 
effectively. Aminu and Zainudin (2015) point out that the working capital moments and 
its theories do have a meaningful relationship for future research. This paper makes clear 
reference of financial ideas as well. Theoretical analyses of the links between WCM and 
the company’s performance and their effects are provided by Nuhiu and Drmaku (2017). 

According to Naz et al. (2022), multiple contracts between various parties, agency 
theory describes how a corporation behaves. Shareholders that contribute money to a 
company’s operations are not thought of as the company’s owners; rather, they are the 
risk takers. In the real world, investors provide money to business managers because they 
have faith in their capacity to use the money to grow their companies revenues. The 
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managers sign contracts that outline the duties they must perform and lay out how profits 
will be divided between them and investors. The agreements made by managers are 
challenging to implement since it is extremely challenging to specify and anticipate 
potential complications. 

By limiting a firm’s participation to just two groups – managers and shareholders – 
agency theory further simplifies a business. A company’s operations must undoubtedly 
take into account how its actions may affect various stakeholder groups. On the one hand, 
a company that is answerable to its shareholders can attract and keep equity investment; 
on the other hand, the interests of other groups of stakeholders must also be taken into 
proper consideration. 

2.6 WCM strategies 

According to the finance principle, long-term money should be used to finance long-term 
assets, and vice versa. This is what maturity matching or hedging strategy does. 
According to this plan, the financial instrument’s maturity and the maturities of the 
currents are matched. In the event that existing asset realisation is delayed, there is no 
safety net or flexibility available. Despite the significant danger of bankruptcy, it is still 
the best option. 

2.7 Benchmarking for WCM and FP 

Benchmarking for WCM involves comparing the practices and performance of different 
business entities with their competitors in terms of their WCM efficiency. This includes 
examining their CCCs, inventory turnover, debtors collections, and creditors payments. 
In order to effectively benchmark in the area of WCM, businesses must maintain updated 
and accurate financial records (Gothwal and Raj, 2018). Additionally, they should 
regularly investigate the practices and performance of their competitors and quickly 
adjust strategies in order to make improvements in their own WCM approaches. Finally, 
conducting regular cash flow forecasting can also help in monitoring performance and 
identify potential commercial investments (Kamuri, 2022). Benchmarking for FP 
involves comparing financial and non-financial aspects of the company against industry 
competitors. This includes analysing the financial ratios such as return on capital, debt 
service costs, operating profit margin, and inventory turn over (Wamba et al., 2016). 
Additionally, a company’s operational performance should also be evaluated against that 
of their competitors, such as the time taken to launch a product or service, customer 
service and technical support levels. To effectively benchmark against competitors, a 
company utilising cash flow forecasting software and other financial ratios to track and 
stay ahead of trends. This can help pinpoint opportunities and potential areas of 
improvement. Regular customer feedback surveys are also useful in order to effectively 
benchmark against industry performance. 

3 Review methodology 

The study literature review is based on WCM with a specific interest in WCM on FP. The 
study does need to specify a broader perspective of WCM. The current methodology part 
is divided into five stage process of systematic literature review. 
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1 define the scope of SLR 

2 searching strategy formulation 

3 screening/filtering criteria 

4 quality assessment procedure 

5 data reporting and analysis. 

Table 1 Boolean search 

Concept Keywords Boolean operators 

Working capital 
management 

Working AND capital AND 
management AND firm 

AND performance 

AND, OR ‘exact phrase,’ ‘adjective’ 
forward and backward search and limits 

(publication date, publication types. 
language) 

Working capital Working AND capital AND 
firm AND performance 

AND, OR TRUNCATION(Working*) 
‘exact phrase,’ ‘adjective’ forward and 
backward search and limits (publication 

date, publication types. language) 

Firm profitability Working AND capital AND 
firm AND profitability 

AND, OR TRUNCATION(Firm*) ‘exact 
phrase,’ ‘adjective’ forward and 

backward search and limits (publication 
date, publication types. language) 

3.1 searching strategy formulation 

The most important keywords are ‘WCM’ ‘FP’ ‘firm profitability’ and ‘working capital’ 
used in this study. Different Boolean operators were used in this study like ‘WCM and 
FP’, and ‘WCM on FP’. Here there are various databases to collect the articles like 
Google scholar, and Scopus databases. We used these search terms to locate pertinent and 
related literature on the subject. Additionally, some of the documents were collected from 
the emerald insight and Elsevier, Wiley online library. The peer-reviewed qualitative and 
quantitative articles were taken for the study. There are a number of articles published by 
researchers in the area of WCM. Although keyword searching is more prominent to 
getting to analyse which keywords have been more repeatedly used and which keywords 
have less use, we can easily analyse through this literature review. 

3.2 screening 

In this study, open access articles were taken the study, the English language was taken, 
remaining languages were excluded. Document type was taken as fully published articles 
and theses and news reports and recent news from various were taken for the study. There 
is no exclusion process. To determine whether each article fits within the parameters of 
this study, namely the influence of WCM on FP, the title, abstract, keywords, and 
findings of each publication were first reviewed. The final selection of 55 articles for the 
study’s analysis was made. 
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3.3 Quality assessment 

Quality of assessment inclusion is based on the two parameters. The first criterion is to 
complete the details of WCM, there is no limitation in this study. The second criterion is 
the collection of articles published in well-reputed journals, in this study we can include 
Q1, and Q2 journal articles also included in this study. To establish if the papers were 
accepted for consideration for this study, the full texts of all 55 articles were meticulously 
scrutinised. Individually evaluating each article’s applicability for inclusion, the authors 
weeded out any that were unrelated. 

3.4 Data reporting and analysis 

In this study, most of the papers are empirical studies. Major studies using panel data 
regression model were using data analysis process. There are two major themes that were 
considered for the study. First thing is to collect data on WCM and FP. We have also 
analysed the country-wise, topic-wise, and methodology-wise findings provided in this 
systematic literature review table. 

Figure 1 Top regions of the study (see online version for colours) 
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Table 2 Systematic literature review 
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Table 2 Systematic literature review (continued) 
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Table 2 Systematic literature review (continued) 
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Table 2 Systematic literature review (continued) 

 A
ut

ho
r 

T
it

le
 

M
et

ho
do

lo
gy

 
K

ey
 fi

nd
in

gs
 

K
ou

m
an

ak
os

 (
20

08
) 

T
he

 e
ff

ec
t o

f 
in

ve
nt

or
y 

m
an

ag
em

en
t o

n 
fi

rm
 

pe
rf

or
m

an
ce

 
D

at
a 

co
ll

ec
ti

on
: I

C
A

P
 d

at
ab

as
e 

G
re

ek
 

fi
rm

s 
(f

oo
d,

 c
he

m
ic

al
, t

ex
ti

le
) 

P
er

io
d:

20
00

–2
00

2,
 c

ro
ss

-s
ec

ti
on

 li
ne

ar
 

re
gr

es
si

on
 

T
he

 h
ig

he
r 

le
ve

l o
f 

in
ve

nt
or

y 
is

 p
re

se
rv

ed
 a

nd
 w

il
l 

ge
t a

 lo
w

er
 le

ve
l o

f 
re

tu
rn

s 

M
ue

ni
 a

nd
 M

ut
ur

i (
20

15
) 

D
oe

s 
fi

na
nc

in
g 

po
li

cy
 d

ec
is

io
n 

in
fl

ue
nc

e 
fi

rm
 

pe
rf

or
m

an
ce

: a
 K

en
ya

n 
pe

rs
pe

ct
iv

e 
64

 li
st

ed
 c

om
pa

ni
es

 in
 K

en
ya

, p
er

io
d:

 
20

09
–2

01
3,

 d
es

cr
ip

ti
ve

 s
ta

ti
st

ic
s,

 
co

rr
el

at
io

n,
 R

eg
re

ss
io

n 
an

al
ys

is
 

F
in

an
ci

al
 p

ol
ic

y 
is

 a
 P

os
it

iv
e 

ef
fe

ct
 o

n 
fi

rm
 

pe
rf

or
m

an
ce

 

M
ol

in
a 

an
d 

O
rt

eg
a 

(2
00

2)
 

C
an

 e
ff

ec
ti

ve
 h

um
an

 c
ap

it
al

 m
an

ag
em

en
t l

ea
d 

to
 

in
cr

ea
se

d 
fi

rm
 p

er
fo

rm
an

ce
? 

40
5 

no
rt

h 
A

m
er

ic
an

 f
ir

m
s,

 S
ur

ve
y:

 2
00

0 
H

ig
he

r 
cu

st
om

er
 lo

ya
lt

y 
w

il
l i

m
pr

ov
e 

fi
rm

 
pe

rf
or

m
an

ce
 in

 te
rm

s 
of

 T
ob

in
’s

, T
R

S
 

“T
he

 I
m

pa
ct

 o
f 

W
or

ki
ng

 C
ap

it
al

 M
an

ag
em

en
t o

n 
F

ir
m

 
P

ro
fi

ta
bi

li
ty

: E
vi

de
nc

e 
fr

om
 S

el
ec

te
d 

W
ho

le
sa

le
 T

ra
de

 
F

ir
m

s 
in

 A
dd

is
 A

ba
ba

, E
th

io
pi

a”
 (

20
21

) 

Im
pa

ct
 o

f 
W

C
M

 o
n 

fi
rm

 p
ro

fi
ta

bi
li

ty
 

62
 f

ir
m

s,
 p

ur
po

si
ng

 s
am

pl
in

g 
m

et
ho

d,
 

20
15

–2
02

0,
 

W
C

M
 s

ig
ni

fi
ca

nt
ly

 e
ff

ec
t o

f 
pr

of
it

ab
il

it
y 

of
 th

e 
w

ho
le

sa
le

 f
ir

m
 

W
ah

id
 A

hm
ed

 H
as

he
d 

an
d 

R
ah

m
an

 S
ha

ik
 (

20
22

) 
T

he
 n

ex
us

 b
et

w
ee

n 
in

ve
nt

or
y 

m
an

ag
em

en
t a

nd
 

fi
rm

 p
er

fo
rm

an
ce

: a
 S

au
di

 A
ra

bi
an

 p
er

sp
ec

ti
ve

 
T

he
 p

oo
le

d 
re

gr
es

si
on

 m
od

el
, 2

01
6–

20
20

, 
S

au
di

 A
ra

bi
an

 s
to

ck
 e

xc
ha

ng
e,

 
In

ve
nt

or
y 

m
an

ag
em

en
t i

s 
po

si
ti

ve
ly

 a
ss

oc
ia

te
d 

w
it

h 
R

O
A

 a
nd

 I
T

R
 

Ig
ho

ro
je

 a
nd

 U
m

eo
ra

 (
20

22
) 

W
C

M
 o

pt
im

al
it

y 
an

d 
fi

rm
 v

al
ue

 
C

on
su

m
er

 g
oo

ds
 f

ro
m

 N
ig

er
ia

, 2
01

3–
20

20
, r

an
do

m
 a

nd
 f

ix
ed

 e
ff

ec
t m

od
el

 
C

as
h 

co
nv

er
si

on
 e

ff
ic

ie
nc

y 
w

il
l i

nc
re

as
e 

fi
rm

 v
al

ue
 

A
hm

ad
 e

t a
l. 

(n
.d

.)
 

F
ir

m
 p

ro
fi

ta
bi

li
ty

 a
nd

 w
or

ki
ng

 c
ap

it
al

 p
ol

ic
ie

s:
 

an
 in

ve
st

ig
at

io
n 

of
 c

om
m

er
ci

al
 b

an
ks

 in
 P

ak
is

ta
n 

25
 b

an
ks

 f
ro

m
 P

ak
is

ta
n,

 2
01

5-
20

19
, 

re
gr

es
si

on
 m

et
ho

d,
 li

st
ed

 in
 P

ak
is

ta
n 

st
oc

k 
ex

ch
an

ge
 

W
or

ki
ng

 c
ap

it
al

 f
in

an
ci

al
 p

ol
ic

y 
is

 a
 p

os
it

iv
e 

ef
fe

ct
 

on
 f

ir
m

 p
er

fo
rm

an
ce

 

R
ya

n 
an

d 
T

ra
ha

n 
(2

00
7)

 
C

or
po

ra
te

 f
in

an
ci

al
 m

ec
ha

ni
sm

 a
nd

 f
ir

m
 

pe
rf

or
m

an
ce

 
S

am
pl

e:
 8

4 
fi

rm
s 

P
er

io
d:

19
84

–1
99

7 
T

he
 v

al
ue

-b
as

ed
 m

an
ag

em
en

t s
ys

te
m

 w
il

l i
m

pr
ov

e 
ec

on
om

ic
 f

ir
m

s 

D
ah

ou
 a

nd
 H

ac
in

i (
20

18
) 

E
ff

ec
t o

f 
hu

m
an

 c
ap

it
al

 m
an

ag
em

en
t o

n 
fi

rm
 

pe
rf

or
m

an
ce

 v
ia

 b
al

an
ce

d 
sc

or
e 

ca
rd

 
4 

te
le

 c
om

m
un

ic
at

io
n 

or
ga

ni
sa

ti
on

, 
Jo

rd
on

, 6
5 

qu
es

ti
on

na
ir

es
, A

m
os

 a
na

ly
si

s 
H

um
an

 c
ap

it
al

 m
an

ag
em

en
t i

s 
a 

po
si

ti
ve

 e
ff

ec
t o

n 
fi

rm
 p

er
fo

rm
an

ce
 

S
m

it
h 

et
 a

l. 
(2

00
6)

 
D

o 
w

om
en

 in
 to

p 
m

an
ag

em
en

t a
ff

ec
t f

ir
m

 
pe

rf
or

m
an

ce
? 

25
00

 la
rg

es
t D

an
is

h 
fi

rm
s.

 1
99

3–
20

01
, 

W
om

en
’s

 to
p 

m
an

ag
em

en
t j

ob
s 

ha
ve

 a
 p

os
it

iv
e 

ef
fe

ct
 o

n 
fi

rm
 p

er
fo

rm
an

ce
 



   

 

   

   
 

   

   

 

   

   94 R. Manigandan and S. Dheepalakshmi    
 

    
 
 

   

   
 

   

   

 

   

       
 

Table 2 Systematic literature review (continued) 
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Figure 2 Most cited countries (see online version for colours) 

 

4 A state of the art Literature review findings 

This current study provides an in-depth literature review of WCM on FP. The SLR find 
that there is a high number of articles were published during the period of 2022. The SLR 
provides the complete literature and content analysis of the study. 

4.1 Methodology and tools used 

The published articles use three main methodologies: empirical, theoretical, and  
survey-based. The empirical technique, which is employed in more than 90% of 
investigations is the most prevalent of these methodologies. A further finding from SLR 
is that panel regression is the main methodology employed, in the vast majority of 
empirical articles. authors like the panel data regression model were used in this topic 
(Arachchi et al., 2018; Bhutto et al., 2015; Bhuyan et al., 2021; Mehtap, 2016; Oseifuah 
and Gyekye, n.d.; Tariq and Rehan, 2013; Vijayakumar, 2019; Zimon and Tarighi, 2021). 
There are many authors using Pooled regression method using in this study (Altaf and 
Ahmad, 2019; Jahfer, 2015; Konak and Güner, 2016; Nurein and Din, 2017; Oseifuah 
and Gyekye, n.d.; Paul and Mitra, 2018; Phuong and Hung, 2020; Wahid Ahmed 
HASHED and Rahman SHAIK, 2022; Wasiuzzaman, 2015; Yazdanfar and Öhman, 
2015). 
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4.2 Themes researched 

Some of the important papers investigated the impact of WCM on FP. Some authors 
provide WCM to increase the firm profitability and firm value. In developing countries 
WCM growth positively influences FP. Phuong and Hung (2020) provides sector-wise 
and firm details about FP and firm value of the firm. 

5 Discussion 

The literature review on the impact of WCM on FP revealed many notable findings. 
First, WCM has a significant and positive impact on a firm’s performance. For 

instance, studies have shown that an increase in a firm’s current assets leads to an 
increase in its ROA, operating profit, and market value (MV). At the same time, lower 
short-term liabilities and higher WCM intensity have been associated with better 
performance of the firm (Salloum et al., 2015, 2016). 

Second, WCM has an impact on the financial stability of a firm. As a rule, lower 
financial leverage, better liquidity, and lower bankruptcy costs have been linked to higher 
working capital efficiency (WCE). 

Third, WCM affects a firm’s competitive advantage. The level of WCM adopted by a 
firm serves as an indicator of its competitiveness within the industry. For example, firms 
with better WCM have been found to have higher market shares at the industry level. 

Fourth, WCM impacts the long-term performance of a firm. Studies have found that 
firms with higher WCE performed better in key financial ratios such as Tobin’s Q, return 
on equity (ROE), and gross profit margin (Nunes and Machado, 2020). 

Finally, firms with better WCM tend to experience higher efficiency in resource 
utilisation. Studies have found that firms with low inventory turnover time, higher 
liquidity, and lower receivables collection period have higher profitability. Overall, the 
literature shows that WCM is positively associated with FP, conveying a clear link 
between the two variables. By finding the right balance between liquidity, solvency, and 
profitability, firms can gain a significant performance advantage (Sindhwani and 
Malhotra, 2016). 

The efficient management of working capital is essential to the longevity and  
success of a manufacturing firm. This is because manufacturing has traditionally been a 
capital-intensive industry, requiring substantial upfront investments in long-term assets 
such as plant and equipment, as well as large amounts of working capital, such as cash, 
accounts receivable, and inventory, to sustain operations (Jain and Ajmera, 2020). As 
such, effective WCM is critical to ensure that the business has enough capital on hand to 
fund ongoing operations, pay its workers, and generate returns for shareholders or 
owners. In general, effective WCM can improve the performance of a manufacturing firm 
in several ways (Gunasekaran, 1998). First, proper WCM can help the firm to reduce the 
amount of time it takes to collect payments from its customers, thus freeing up cash to 
meet current obligations (Barrows et al., 2016). Second, by managing inventory more 
effectively, the firm can ensure that it has the right products for sale at the right times, 
thereby minimising lost sales and improving customer satisfaction levels. Finally, 
effective WCM can help the firm to reduce the costs associated with debt, such as interest 
payments. 
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6 Scope of the research 

Even though there have been many studies on the impact of WCM on the performance of 
businesses around the world, there are still some uncharted territories that might be the 
subject of future research. The WCM impact on corporate performance has been 
demonstrated empirically in numerous research, both in a good and negative way, 
according to SLR. The investigation will only be affected by less theory. To improve 
business performance, some research uses mediating and moderating effects. Strategies 
for WCM are used in the service and manufacturing industries to improve business 
performance. Both developing and developed nations should use data from companies 
that are listed on stock exchanges. 

The impact of WCM should be examined in the future using current data, say 
academics. Based on company profitability, several studies were conducted. The 
performance and profitability of various small-scale sectors, including agriculture, food 
and beverage, lodging, and fishing, will be important in the future (Krishnamoorthy and 
Lima, 2014). The focus should be on improving WCM techniques in the future. Why 
WCM is a more important determinant of a firm’s performance is a study subject that 
emerges from several literature review studies. In the event that WCM and company 
performance are negatively impacted, the following will be used to cover the situation 
and return the company back to a profitable state. Future studies should focus on 
financial management tactics for business executive (Dubey et al., 2020). 

7 Managerial implications 

The key managerial implication of WCM on FP is that managers need to carefully 
manage the working capital of their firm. This involves controlling short-term assets and 
liabilities in order to ensure optimal efficiency in operations. To ensure that the firm is 
able to generate sufficient cash flow to fund ongoing operations, managers need to 
monitor cash balances, inventory levels, and debt payments. Strategies should focus on 
improving accounts receivable collection, reducing inventory costs, and shortening the 
account payable period. Additionally, managers should stay apprised of changes in 
market conditions and sales forecasts, which may influence the need for additional 
working capital. By effectively managing working capital, firms can help boost their 
performance and profitability. 

8 Theoretical implications 

The theoretical implication of WCM on FP is that a firm should manage its working 
capital properly in order to maximise its chances of long-term success in the competitive 
environment. WCM involves a variety of activities such as maintaining sufficient  
short-term liquid assets, collecting and paying customer accounts promptly, efficiently 
optimising inventory management, appropriately managing foreign exchange and risks, 
and closely monitoring the accounts receivable turnover ratio. Such activities can 
enhance a firm’s current working capital or cash flow for short-term investments and 
improve its ability to weather challenging operating conditions. Moreover, by effectively 
monitoring and managing working capital, managers can create a competitive edge by 
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minimising costs, enabling operations to be accelerated, and improving overall customer 
satisfaction. Furthermore, improved WCM can increase the firm’s opportunity for 
improved profitability and long-term sustainability. By managing its working capital 
efficiently, a firm can mitigate the risks that arise from economic and financial cycles, 
industry shocks, economic volatility, and changing market conditions. 

9 Conclusions 

The paper’s main goal is to provide a thorough literature evaluation of WCM in business 
performance. Additional WCM techniques are provided in the evaluation. as well as to 
offer a thorough analysis of the literature study and make recommendations for additional 
research. WCM is to calculate the company’s profits, which will result in the firm’s 
actual condition. WCM procedures are required in some (Chalmers and Zieliński, 2022) 
nations in order to implement and improve business performance. In terms of 
methodology, some nations use a small sample size and a restricted area of coverage to 
demonstrate future claims. 

The competitiveness of the firm produces the economic growth rate of the firm; thus, 
an author should concentrate on numerous nations and comparative study of the WCM 
analysis. Some variables don’t have a beneficial effect on the performance of the 
organisation; the author should keep an eye on that issue, offer sound remedies, and 
collect samples to offer a good fit to the company. Along with Krishnankutty et al. 
(2022), the author should focus on applying capital structure choices and hedge 
behaviour to Indian companies listed on the Bombay stock market. Very few research 
should use the national stock exchange; in the future, data should be gathered from  
NSE-listed companies. Two primary strategies were found in the overall review. The first 
factor, the CCC, is more important when evaluating WCM. Large samples from 
developing nations are required, and current financial data should be used. Manufacturing 
companies require additional money to improve company success. Initiatives by the 
government to finance new start-ups to grow the business 

The newly formed strategic formulation of the ideas always influences how well the 
company does. The author should focus on the marketing, operational, and financial 
results of publicly traded financial and non-financial enterprises in all firms in the future. 
Enhance the small company firms’ strategy and policies. What are the determining 
elements used to enhance business performance in the twenty-first century? Give 
policymakers and shareholders a fresh conceptual framework to use in order to positively 
impact the company. To provide a comprehensive literature review analysis of WCM and 
business performance linkages, the review used two key approaches. The following 
vision is to develop strategies to raise business performance. 
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